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I. lntroduction 
Malaysia, before the 1980s, did not regard tourism as one of its major 
industries. It began to promote the industry seriously only after the success of 
the Malaysia Fest in September 1987 and, subsequently, the creation of a 
separate Ministry of Culture, Arts and Tourism in the same year. Visit Malaysia 
Year (VMY) 1990 was a great success in term of creating substantial awareness 
and recognition of Malaysia as an attractive tourist destination in the ASEAN 
region. Although Malaysia performance was the best in achieving the highest 
number of tourists arrival, her performance was less impressive in terms of 
length of stay and tourist per diem expenditure. This paper attempts to look at 
the challenges of promoting Malaysia as a tourist destination within the ASEAN 
region. 
2. The Growth of Tourism in the Asia-Pacific Region 
Economic growth in Asia-Pacific region over the last two decades has 
been much faster than any other region in the world (World Bank, 1992). This 
high achievement is attributed to the spectacular growth of eight economies: 
J.apan; the "Four Tigers1'- Hong Kong, the Republic of Korea, Singapore, and 
Taiwan; and the newly industrialising economies (NIEs) of Southeast Asian 
nations of Malaysia, Indonesia, and   hail and'. 'The eight economies share the 
following characteristics, that leads to their success - higher rate of economic 
growth and reduced inequalityZ - which has come to be known as the East Asian 
economic miracle (World Bank, 1993: 27) : 
more rapid output and productivity growth in agriculture, 
higher rates of growth of manufactured exports, 
earlier and steeper decline in fertility, 
higher growth rates of physical capital, supported by higher 
. . .  
rate: of domestic savings, 
higher initial levels and growth rates of human capital, and 
generally higher rates of productivity growth. 
The demand for Asian manufactures and the risa in intra-Asian trade are 
among the major reasons for the region's growth. In 1992, 18.1 % of Asia's total 
trade were within the region compared with only 11.8% in 1980 (The Economist, 
1993). Trade and investment among countries in the region has further 
assisted the growth of outbound tourism flow from the region. The emergence 
of these newly industrialised nations lead to the increase in the standard of 
living of the population and the growth of urbanisation. This elevation of 
lifestyle, means a smaller share of household income is devoted to basic needs 
and more can be spent on leisure. Those in the middle to upper inc6me group 
of the population, will need periodical escape from their notably restrictive urban 
surroundings. They, hence become tourists and majority will travel within the 
region. Edwards (1990) predicted the increase in pure leisure travel, throughout 
the 1990s, the shift from city-based shopping trips towards beach and resort 
type of holidays. 
Annual percentage growth of outbound travellers especially from Japan, 
Taiwan, South Korea, and Hong Kong had been double digits from 1987 to 
1989. The number of outbound tourists and its percentage of the total 
population have shown exceptional increase (Tab. 1). 
Table 1 Number of Outbound Travellers (millions) from Major Pacific-Asia 







N. Zealand 0.64 1 19.4 0.76 
Source: Nozawa, 1 991. p. 105. 
Tourist arrivals in this region have increased almost threefold between 1980-1 992 
(WTO, 1993a). Its market share of world's t ~ r i s t  arrivals in 1992 is '1 1.5% campared 
with 1 % in 1960. In 1992, its tourism receipt is US$38.3 billion or almost 15% of th2 
world's share (Waters, 1992). Even though Europe's share of international arrivals had 
been steadily diminishing, it is still a favourite destination (Tab. 2). 'The following 
countries were ranked as the world's top five tourism destinations in. ';992 - 'rance, 
USA, Spain, Italy, and Hungary, while the main tourism earners w2re USA, r,ance, 
Italy, Spain; and Austria (Waters, 1993). 
Several authors (Hobson, 1994; Nozawa,l991), identified several reasons 
for the rapid expansion of tourism in the Asia-Pacific. Among others are: the 
increase in spending power of this region's population, rapid economic and 
population growth, the expansion of air capacities, and relaxed restriction on 
2 
overseas travel. Changes in government policies such as China's policy of 
gradually introducing market mechanism and foreign firms into its economy 
encourages travel (Muqbil, 1991). Besides that, two other significant factors 
that leads to the expansion of tourism in this region are; the &crease in 
overseas travel by Europeans, and the growing preference of Europeans to 
spend their holidays outside Europe (Harrison, 1992). 
Table 2 International Tourist Arrivals and Receipts Worldwide and 
by Regions - 1986 and 1992 
Regions 'I 986 I %-Share I 1992 1 %-Share> I O&Grawtb 
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Note: 
A = Arrivals (thousands) 
R = Receipts (million US$) 
%Growth Rate = Ave. Annual % Growth Rate 1986-91 
2,9 70 
70,972 








Middle East 1 5,003 7 973 
(R) 
International 'hotel companies have increasingly ' explored their 
opportunities for expansion in Asia-Pacific not only due to the lower cost of 


























and this region is predicted to hold more than 40% of the world market by the 



































Table 3 Selected Top 30 Tourism Destinations and Earners in Asia-Pacific - 1992 
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For the rest of the decade, analysts predicted that the world tourism will 
maintain a 3-5% annual growth rate, with the Asia-Pacific region's annual 
qote: . 
i). International arrivals exclude excursionists 
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growth rate of 5-7% (ATIC, 1991). 
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Situated in the heart of the Asia-Pacific region lies six countries of ASEAN. 
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formed in 1967 to foster co-operation in defence, culture, science and 
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Indonesia, Thailand, the Philippines, and Brunei Darussalam. Though emerged 
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and their abundant nature offer new attractions for tourists. 
. . .  
The tourist arrival pattern to A S E A N ~  for the five-year ?eriod (1987-1991) 
has increased from '12.4 million to nearly 20 million in 1991 ' ( ~ i g .  1). Arrivals 
were mainly from the East AsiaIPacific countries - 85% of Malaysia's arrivals in 
1991 were from within this region, lndonesia receiving 75%, Thailand and 
Singapore 61 % each, and Philippines 48%. 
Figure 1 Tourist Arrivals to ASEAN Countries, 1987-91 
Indonesia Malaysia Philppines Singapore Thailand 
Countries 
L 
Source : WTO, 1993b 
South East Asia had been the highest source markets for most of the 
ASEAN countries (Tab. 4), with Singapore receiving the highest average daily 
tourist expenditure, Philippines and lndonesia with the longest average length 
of stay. During the first nine months of 1991, Singapore's hotels experienced 
the highest occupancy rate compared to other ASEAN countries and Malaysia 
with the cheapest room rates. It was also projected that between 1992-1995, a 
total of 179,635 new hotel rooms will be constructed in the ASEAN region 
(ATIC, 1991). 
Table-4 ASEAN Key Markets in 1991 and Indicators. 
1 Malaysia 1. Singapore 1 Indonesia I Thaland I Philtppines 1 
SE Asia (42.1 %) 







S. Korea (2.4%) 
Hong Kong (2.3%) 
2,569,870 
1.86 










b. No of Visitors 
c. Receipts (US $bil) ' 
d. Ale. Daily Expenditure 




Australia (2.1 %) 
USA (1.8%) 
Hong Kong (1.6%) 
India (1.2%) 
Germany (1.1 %) 
, Scandinavia (0.8%) 
SE Asia (25.1 %) 
Japan (1 1.0%) 
Taiwan (8.9%) 
Hong Kong (6.7%) 








1 1  5.63 
SE Asia (31.0%) 
Japan (1 6.1 %) 
Australia (6.8%) 
Taiwan (5.3%) 
1. K. (5.1 %) 
USA (4.7)% 
Hong Kong (4.0%) 
India (3.9%) 
Germany (2.3%) 
S. Korea (2.5%) 
Japan (20.8%) 
USA (20.2%) 
Hong Kong (5.9%) 
Taiwan (5.5%) 
SE Asia (5.1 %) 
Australia (4.6%) 





1 20 ----- 
1 1  3.69 
iur ;r 
e. Ave. Len~th of stay . 
(nights)' - 
f. Ave. Hotel Occup. (%)" - 
g. Ave. Room Rates 
1 (US $ per night)" 
5,847,213 5,414,651 
1.659 4.1 98 
48.50 +-- 173.00 
Note : * 1990 data ** Jan - Sept. 1991 
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The study by IATA, "Asia-Pacific Air Travel Forecast: Air Visitor Arrivals in 
Z, Key Asian Countries - 1981-2010", predicted that through the decade, the 
region's leading air travel market will be Indonesia with an annual growth of 
10.6%, Malaysia (9.4%) and Australia (9. I %) (Mecham, 1993). 
ASEAN destinations are ~~mp lemen ta ry  (as in the case of Malaysia- 
Singapore) as well as competitive. They are competitive in terms of their 
geographic locality, price, attractions (especially beach resorts), and intensive 
promotions by individual country's National Tourism Organisations. Compared 
with the more established tourist destinations in the Pacific-Asia region; such as 
Thailand, Singapore, Bali, Fiji, and Hong Kong; Malaysia is a relatively new 
entrant to this industry. Most of the travel trade brochures, highlighted Malaysia 
as; a country rich and abundant in its untouched beauty, natural attractions, 
abundant natural resources, multiracial culture, culinary delights and festivals. 
3. Malaysia: An Emerging Destination 
Geography 
Malaysia, lies entirely in the equatorial zone, has a total land area of 
328,562 sq. km. and with a population of 18.2 million4. Peninsular Malaysia 
(known as Malaya then), with 12 -states (Perlis, Kedah, Pulau Pinang, Perak, 
Selangor, Negeri Sembilan, Melaka, Johore, Pahang, Trengganu and Kelantan 
and the Federal Territory of Kuala Lumpur) account for about 40 percent of the 
land area, and 86 percent of the population. The eastern Malaysian states of 
Sabah and Sarawak are separated from the peninsula by 530 km. of the South 
China Sea. 
. . ,  
History 
Early travels to the Malay Peninsula were made around the first cmtury B.C. 
through its trading contacts with more established trading powers during that 
time, namely China and the lndian sub-continent. The Hindu and Buddhist 
elements of the lndian culture influenced the langiiage, literature and sociai 
custom of this region for thousands of years. The introduction of lslam into 
Melaka by Arabs and lndian spice traders ended the Hindu-Buddhist influences 
and from here, lslam spread to other parts of the Malay archipelago. 
The Melaka Empire (1410 - 1511), is considered a classical age of the 
Malay culture. At its peak, this empire covered the greater part of the peninsula 
including southern Thailand and the east coast of Sumatra. The coming of the 
Portuguese (151 1) and Dutch (1641) lead to its downfall. The British through its 
East India Company acquired trading rights on Penang island in 1786, 
Singapore (1819) and Melaka (1824). By 1914, its influence and power spread 
into the other Malay states of the peninsula and also North Borneo and 
Sarawak. 
The Federation of Malaya achieved its independence on 31 August 1957. 
With the joining of two new states of North Borneo (renamed Sabah) and 
Sarawak, the Federation of Malaysia was formed on 16 September 1963. 
Singapore, however, left the Federation in 1965 to become an independent 
republic. 
The Evolvement o f  Tourism 
The primary aim of the colonial powers was to rule or take control of the 
place, rather than being treated as guests. Thus, the locals were not exposed 
to the role of "host". The locals did not have a chance to participate in the 
travel industry, because entrepreneurs in the service industries had 
accompanied the colonial pioneers. The most known hotels then, were 
managed by the Sarkis Brothers, a European based business with branches in 
Penang, Singapore and Rangoon (Din, 1992). Early facilities associated with 
tourism which were built by the colonial settlers were the hill stations. The most 
popular was the Penang Hill, a relaxation station for their expatriate 5 who were 
based in the region. With the declined in the European influence, most of the 
European owned hotels and hill resorts were transferred to the Chinese who 
had the business experience and capital to monopolise them. 
On Independence, Malaya's economy was highly dependent on the expot-: 
of raw materials. With the fluctuations in the world's commo,lities market, tha 
main objective of the government since independence was to diversify the 
economy, reducing its dependency on the agricultural sector, promoting 
industrialisation and developing its service sector. Malaya's only axport 
changed from rubber and tin in 1957, to include manufactured goods, 
Petroleum, timber, palm oil, coconut oil, cocoa and pepper in 1980s. A series of 
five-year plans were undertaken to develop the economy and the government 
plays a major role, in developing and leading the nation. 
Tourism and its affiliated industries had only recently been recognised as 
having a significant role in the economic development of Malaysia. Until the 
recession period of the early eighties, Malaysia did not see the need to promote 
this industry. The fall in prices of Malaysia's traditional exports; awakened the 
government to the urgency of finding alternative exports in reducing the 
country's balance of payments. 
The PATA Conference and "PATA Mart" held in Malaysia on April 1986 
was acknowledged as the best ever held (MTPB, 1990). In May 1987, the 
cabinet approved the formation of a new Ministry of Culture, Arts and Tourism 
together with the launching of the "Malaysia Fest 1987". The success of this two 
week cultural-festival held in Kuala Lumpur, had recognised Malaysia's potential 
as one of the main tourist destinations in the region. The ability of tourism 
industry to reduce the nation's unemployment and to foster national integration 
and unity through domestic tourism, had gained full government involvement 
and realised the need for aggressive campaigns to promote the country 
internationally. 
Malaysia's Performance 
Revenue from tourism had increased significantly from RM1,500 million in 
1985 to an estimated RM4,500 million in 1992 (Fig. 2). Due to the increase in 
foreign arrivals, the share of tourism earnings in total services rereipts rise 
steadily from 23.5% in 1985 to 78% in 1993. However, the positive effects of 
tourism on the balance of payments were offset by the large outflows from 
outbound travel, which increased from RM2,800 trillion in 1985 to RM4,000 
million in 1990 (Malaysia, 1991). 
Figure 2 - Tourist Arrival and Receipts in Malaysia (1981-92) 
- -  - 
Source : Adapted from Annual Tourism Statistical Report, 1992 
According to the Bank Negara Malaysia's Annual Report 1991, GDP in 
1992 of the "wholesale and retail trade, hotels and restaurants" industry was 
forecasted as RM11 , I  50 million (1 1.9%), the third largest industry after 
"manufacturing" (29.9%) and "agriculture, forestry and fishing" (16.0%). In the 
service sector, the value added of the "wholesale and retail trade, hotels and 
restaurant" sub-sector grew by 14.5% in 1991 compared with 14.3% in 1990. 
The continuous expansion of this labour intensive industry in  Malaysia had 
given rise to a total of 94,156 direct employment in the hotels, tour and travel 
agencies and the airline sectors in 1992 (MTPB, 1993). A study on tourism 
employment opportunities in Malaysia, came to an optimistic conclusion that 
0.26 jobs will be created for every RM1,OOO spent by the tourists (Abdul Razak 
and Shaharuddin, 1990). In Langkawi, tourism offers excellent job opportunities 
to the less skilled populqtions, and also job and business opportunities for 
people from other parts of the country (Abdul Razak and Shaharuddin, 1991, 
1993). 
- 
I ci , .:rther encourage the development of the tourism industry, various 
investme,,, ~ncentives were designed . j the government ro sncourage new 
foreign and domestic investment and the expansion of existing ones (for mcre 
details on "incentives for the tourism industry", refer to Appendix I). Acccrding 
to Malaysian Industrial Development Authority (MIDA), a 'otal of RM1,297.6 
million was invested in the hotel and tourism projects in 1992 (MTPB, 1993~) .  
! 
% 
Being at an early stage in the tourism industry, public sector support is still 
i' 
very much needed. Under the successive five year plans, the Government's 
allocation for infrastructure development directly linked to tourism has been 
always on the upward trend. The government had allocated a total o"f RM533.9 
million for tourism development during the Sixth Malaysia Plan (1991-1995). 
This allocated sum is an increase of 2.8 fold when compared with the sum 
allocated during the Fifth Malaysia Plan (1986-1990). The main thrust will be , 
on the preservation and enhancing of existing natural and cultural assets, 
without excessive modification and over-commercialisation. It is anticipated 
that the increase funding will assist in accelerating the planning and 
implementation of programmes for the expansion of physical and social 
infrastructure required to support the growth of tourism (Tab. 5). 
Table 5 Development Allocation for Tourism, 1986-95 (RM million) 






and Environmental Protection 
Cultural Product Development 
Facilities and Infrastructure 
Others 
Source: Malaysia, Sixth Malaysia Plan Report, 1991: p. 247 
Tourism was the only sector in the services account in 1990, to register a 
surplus. The export potential of tourism was demonstrated when the tourism 
industry became Malaysia's third major foreign exchange earner after 
manufactured goods and petroleum in 1990. For the first time, Malaysia 
achieved a, travel account surplus of RM465 million in the balance of payments 
(IWTPB, 1991). This was attributed to the success of VMY 1990 campaigns 
launched in 1988 which managed to attract nearly 7.5 million tourists to visit tile 
country. .~ 
However, Malaysia's tourism still lags behind those of other ASEAN 
countries, particularly Thailand and Singapore, in most aspects. Both had 
been more successful in attracting long-haul visitors while the arrivals in 
Malaysia was mainly short-haul. Nearly three quarters (73.2%) of Malaysia's 
10 
total arrivals in 1990 were from countries that borders with Malaysia. Singapore 
to the south made up 4.566 million (61.1%), Thailand to the north with 514,000 
(6.9%) and Brunei which borders the East Malaysia states of Sabah and 
sarawak with 151,000 (2.0%). While Indonesians and Filipinos ' made up 
241,000 or 3.2% of the VMY 1990 visitors. Japan, is the second most important 
market (501,000 or 6.7%) after the ASEAN countries while United Kingdom is 
third with 201,000 (2.7%) followed by Taiwan (194,000 or 2.6%), Australia 
(151,000 or 2.0°/0), United States (149,000) and Hong Kong (100,000) (MTPB, 
1992). 
Tourists per diem expenditure in Malaysia was less than in other ASEAN 
country: a mere US$48.50 compared to US$116 in Thailand and US$173 in 
Singapore, Tourists also tend to stay a shorter period in Malaysia (average 4.6 
days) than anywhere else (Tab. 4), Singapore (3.3 days). Hence, despite of the 
high numbers of visitors in 1990, the Malaysia's revenue from tourism was lower 
than most other ASEAN countries. 
Employment numbers in the accommodation sector expanded by almost 
59% from 25,174 in 1985 to 39,961 in 1990, while direct employment in travel 
agencies and tour operators, and airlines amounted to 11,820 and 17,060 
respectively in 1990 (MTPB, 1991). In 1992, the accommodation sector had a 
total of 1,085 hotels with the total room supply of 55,866 rooms, almost double 
the total number of rooms in 1981. In 1992, the decline in long haul arrivals into 
Malaysia, coupled with the influx of new rooms, decreased the average 
occupancy rate to 68.3% from 72.1% in 1991. 
Visit Malaysia Year (VMY) 1994 
The government had earmarked 1994 as a second VMY; targeted at both 
the foreign and domestic travellers. In ensuring 1994 a mor? successful VMY 
than the first (hela in 1990), the publicity campaign was launch nonths ,I 
advance, 'on 1 August 1992, by the Prime Minister, Dr. Mahathir Mohamad. 
Among other objectives !nentioned during the launching were; a targeted yearly 
foreign tourist arrivals increase of 10 per cent, and getting them to stay longer 
and spent more in the country (MTPB, 1993a, 1993b). 
A great deal of hard work is required in attempting to achieve 1994 as a 
triumphant second VMY. Three month following its launching, a series of 
seminars were being conducted in 26 major cities in 16 countries. Among the 
cities were Amsterdam, Bangkok, Copenhagen, Hong Kong, London, Los 
Angeles, Munich, Sydney, Tokyo and Toronto. More than 3,000 tour operators 
and travel writers attended these seminars. Malaysia Tourism Promotion 
Board's 16 overseas tour missions were fully committed in promoting VMY '94. 
To ensure that the activities are properly planned and executed, tourism 
committees have been set up at state and national levels. More than 160 
events have been scheduled for 1994 compared with 127 events in 1990. The 
highlights of VMY '94 will be the numerous festivals and events relating to 
culture, religions, arts, handicraft, national celebrations and commemorations, 
and sports. (MTPB, 1993a, 1993b). 
4. Conclusion and Recommendations 
Obviously, Malaysia's VMY 1994 campaigns in attracting foreign tourists 
had been the same emphasis as the first VMY of 1990 -a whole year of events; 
ethnic, sporting and carnival pageantry; besides natural and cultural attractions. 
Malaysia's image of friendly people and a land of diverse but harmonious 
cultures are well known throughout the world. However, Malaysia need a more 
specific image. This is also true when looking at the tourist average length of 
stay figures in the ASEAN for 1990, with Malaysia having the second shortest 
length of stayS and the lowest average daily exp.enditure. Tourists are not able 
to connote Malaysia with a specific catchline, unlike Thailand which is known for 
its temples, or Hong Xong and Singapore f !r shoppincF. 
A report by Peat Marwick prepared for the Ministrv o i  Culture Arts and 
Tourism on Tourism Policy Study also suggested tnat future marketing efforts 
should be focused owards quqlity visitors seeking quality exper ienc?~,  not 
quantity; and encouraging the tourists to increase their length >f stay a , , d  
expenditu;e7. (Peat Marwick, 1993). Quality to~.rr:,- means targeting tcjurists 
with high income or the heavy spenders. 'The recon mendations given are ideal, 
b l ~ t  they are more easily said than done. 
Malaysia's challenge to market the country is made more difficult with the 
"removal of the nations' boundaries". The ceasing of border control throughout 
the European Union countries and the creation of free trade area, permits 
easier flow of travellers between these countries. The breakdown of "the Soviet 
bloc countries in Eastern Europe and switching to the free market economic 
system by most of the former communist countries will entice people to travel to 
these countries besides creating international trade. In Asia, China's policy of 
gradually introducing market mechanism and foreign firms to its economy will 
further attract foreign travellers. In fact, China's increase in foreign tourists 
arrival is most rapid, an increase of 47.8% to 4 million in 1992 (Waters, 1993). 
Vietnam is also becoming a new tourist destination in the South East Asia 
region. With the lifting of U.S. embargo in October 1991, it has began to attract 
American travellers. Though limited hotel facilities and only few are acceptable 
to the average American tourist, yet the demand significantly exceeds supply, 
attracting 300,000 tourists (an increase of 16%) in 1991 (Waters, 1993). 
Tourism promotions and concerns should also be geared towards the 
"alternative" tourism - socially responsible and environmentally conscious 
tourism, with careful planning could sustain the physical and cultural carrying 
capacity. Huge opportunities lies in the promotion of adventure or nature-based 
experience, since trends in future travel are likely to see an increase in 
independent travellers with greater liking for recreation or adventure 
orientedexperience. The success of Malaysia's tourism will depend not only on 
the aggressive marketing approach by the government and the tour operators, 
but also proper market studylresearch on specific needs and trips characteristic 
of the various market segments. 
1 China's Deng Xiaoping policy of openirlg China's door in the late 1970s and using 
policies that in some way resembles these eight high-performirlg Asian economies, 
had started to show beneficial results. Particularly in the Southern China's special 
economic zones of Shenzhen, Shekou and Zhuhai on Hong Kong and Macao's 
doorstep, has recorded double-digit growth that is even more rapid. than Japan or 
Korea's achievement during their boom days (The Economic and Business Report, 
1993) 
The Economist (1993), in its survey on Asia, report on Asia's one billion consumers 
and East Asia's great achievement in economic development. It had been so 
successful that between 1970-90, it was able to reduce the number of desperately 
poor from 400 million to 180 million, even while the population of those countries 
was growing by two-thirds. 
Tourism arrival to the oil-rich kingdom of Brunei is not included here due to its 
insignificant impact in the region. Total tourists arrival in 1991 was estimated as 
390,000. Employment in the hotel industry was 463 in 1991, with an estimated total 
room stock of 81 9 in 1992 (ATIC, 1991). 
4 Malaysia's population of a highly diversified ethnic mix makes it one of the prime 
examples of a multi racial society in the world. According to the 1980 Statistical 
Census, the bumiputera or "the sons of the soil" make up over half the population 
(59.0%). The bumiputera consist of: (i). the aborigines (orang asli); (ii). the Malays; 
and (iii). the ethnic groups of Iban, Bidayuh, Melanau, Kenyah, Kayan and Bisayah 
(in Sarawak) and Kadazan, Murut, Kelabit, Bajau, and Kedayan (in Sabah). While 
the Chinese make up 32.8% of ;he population, Indians (8.2%) and other races make 
up the remainder. 
5 Most of Malaysia's tourism accommodation exist predominantly in the form of hotels 
(Oppermann, 1992). Lacks of budget or low capital form of accommodation to cater 
for some,specific market segments have an impact on their length of stay. These 
kinds of accommodation are highly developed and found extensively in Thailand, 
Indonesia and the Philippines. 
Singapore's arrivals in 1992 was 5.99 million. The largest group came from Southeact 
Asia (30.;%), Japan (16.7%), Europe (15.7%) and the U.S. (4.8%). Total visjtor 
spending was US$2.9 billion and shopping accounted for about 64% of the overall 
spending (Waters, ,1993: 11 8). 
' Among the marketing policy recommendations given in this report (pp. 4-14) which are 
related to quality tourism are: 
"Recommendation No. 2: Product Inter-link - At international level, Malaysia's policy 
priority should be to move the product and marketing approach "upmarket!', to permit 
Malaysia to develop and direct a policy of Integrated tourism development towards 
high yield tourist segments" and 
"Recommendation No. 5 :  Assessment - Government should not give undue emphasis 
to the simple tourist numbers based purely upon annual increments to tourist arrivals 
statistics but target quality visitors seeking quality experiences. Emphasis should be 
placed on average daily tourist expenditure and length of stay.'' 
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Appendix I :  
Incentives f o r  the Tourism Industry 
(i). Industrial Building Allowance (IBA) for Hotels 
The IBA consists of an initial allowance of 10 per cent and an annual allowance 
of 2 per cent. It is given to a company granted pioneer status or investment tax 
allowance that has incurred capital expenditure on an approved hotel building or 
in extending or modernising an existing hotel to approved standards. 
(ii). Tax Exemption for Tour Operators 
Tour Operators who bring in at least 500 foreign tourists through group inclusive 
tours will be exempted from tax in respect of income derived from the business 
of operating such tours. This incentive, effect for the year of assessment 1986 
to 1990 inclusive is given to Tourist Development Corporation of Malaysia 
(TDC). 
(iii). Double Deduction for Promotional Expenditure 
Double protection is granted to hotels and tour operators for expenditure 
incurred on overseas promotions. These are: 
expenditure on publicity and advertisement on any media outside 
Malaysia; 
expenditure on the publication of brochures, magazines and guide 
books, including delivery costs which are not charged to the 
overseas custom~rs;  
expenditure on market research to sa:arch for ncw markets ovsrse ?s, 
subject to prior npproval of the Ministry of Culture, Arts and Tourisan; 
expenditures which include fares to any country outside b~alaysia for 
purposes of negotiating or securing a contract for advertising or . , 
participating in trade fairs or conference approved by the Ministry of 
Culture, Arts and Tourism. Such expenses are slabjsct to 3 
maximum of RM200 per day for lodging and RM100 p?r day fpr food 
'. 
for the duration of stay o! ;rseas; and 
expenditures on organising trade fairs, conferences nr forums 
approved by the Ministry of Culture, Arts and Tourism. 
(iv). Double deduction is allowed on expenses incurred in training programmes 
approved by the Ministry of Culture, Arts and Tourism in order to upgrade the 
level of skills and professionalism in the tourism industry. 
(v). Import duty on CKD components for locally assembled tourist buses and 
excise duty are abolished. 
(vi). All locally assembled limousines used in the tourism sector are exempted 
from import duty in their CKD components and excise duty. The exemption was 
only effective from 27 October 1989 to December 1990 and was subjected to 
the following conditions: 
the limousines must be of 1,950 cylinder capacity and above; 
the company must be registered with TDC as a tour operator; 
the company must be in possession of a license issued by the 
Commercial Vehicles Licensing Board to operate the relevant 
service; and 
the company cannot sell the vehicle within a period of 10  years 
without paying the appropriate tax or obtaining the approval of the 
Treasury. 
(vii). Pewtenvare is included in the range of items, such as cameras, watches, 
lighters, fountain pens, transistors radios, perfumes and cosmetic products, 
which are made available at tax-free prices to tourists. 
(viii). The exemp 'on level for service tax on hotels is increased from 6 rooms 
and below to 25 rooms and below in order to encourage the development of 
smaller hotels to cater for budget conscious tourists. 
(ix). service tax in Labuan is abolished. 
The incentives offered under (ii') ar:.; ~' ere eff:ctiv;l ‘ 'ror:~ the voar 9f 
assessmek 1991 , (v) to (viii) were effective from 27 Gctober 1989 and (ix) was 
effective from 28 October 1989. 
Source: Information Malaysia 1992-92 Yearbook, pp. 236-237. 

